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Ethics in Bituminous Coal Industry 


A code of ethics governing the relations between buy- 
ers and sellers of bituminous coal issued June 9, 1931, 
has been approved by the National Association of Pur- 
chasing Agents and the National Coal Association. The 
need for the code has grown out of practices which both 
parties have recognized as undesirable and a detriment 
to themselves as well as to society. 

In the preamble to the code it is recognized that the 
importance of bituminous coal to society is such that “the 
business of meeting the requirements of society for such 
a commodity should be on a dignified and stable basis. 
Such a condition is essential to the interests of society as 
a whole, no less than to those of buyers and sellers of 
coal. As an aid to the establishment and maintenance of 
such a condition the principles embodied in the following 


code of ethics are hereby recognized as socially desir- 
able.” 


FrauD AND MISREPRESENTATION 


“Certain legal provisions affecting contractual relation- 
ships have been established as applying to all commercial 
transactions. Fraud and misrepresentation prevent the 
‘meeting of the minds,’ which is essential to the validity 
ofa contract. The terms of a contract once legally en- 
tered into must be scrupulously observed. In accordance 


with these principles the following practices are con- 
demned : 


“l. The use by sellers of coal of analyses either en- 
tirely fictitious or applying only to exceptionally high 
grade portions of their product. The analyses should 
tepresent the coal as loaded. Where coal is sold on the 
basis of its analysis, it is the duty of the operator to make 
sure that every shipment substantially meets the require- 
ments of the contract in that respect. 

“2. It is the duty of the operator to see to it that every 

ipment under a contract of sale is up to the standard 
st by the operator at the time of the sale with respect 
to size, cleanliness and other preparation. 

“3. It is the duty of the operator to meet all contract 
dbligations regardless of changes in market conditions. 
f for any unavoidable reason he is unable to fulfill his 
‘ontractual obligations, it is his duty to perform pro rata 
mall such contracts in the absence of specific provisions 
to the contrary in the contracts themselves. 

“4. Misrepresentation by buyers of coal as to the prices 
at which coal can be purchased from other sources, for 


the purpose of securing a favorable contract, is hereby 
condemned as a form of fraudulent misrepresentation. 

“5. A certain amount of variation from the standards 
established in a sales contract is unavoidable. Such vari- 
ations are sometimes beneficial and sometimes injurious 
to buyers. It is unethical for the buyer to take advan- 
tage of minor variations not injurious as an excuse for 
demanding price concessions or damages. 


“6. It is the duty of the buyer to carry out the pro- 
visions of any contract for the purchase of coal into 
which he may have entered, regardless of changes in mar- 
ket conditions. 

“7. The sale or purchase of coal for test purposes 
should be restricted to that actual requirement. Where 
a contract is in force, it is the mutual duty of the buyer 


_and seller to see that the consumption of other coals for 


test purposes be restricted to periods during which con- 
tracts are under consideration, except through mutual 
consent of both parties under contract. ; 


CoMMERCIAL BRIBERY 


“Commercial bribery has been held by the courts to be 
illegal. Statements in disparagement of competitors, made 
for the purpose of securing business, whether legally 
actionable or not, are inconsistent with honorable busi- 
ness practices. Accordingly the following rules of con- 
duct are endorsed by buyers and sellers of coal: 

“8. Neither buyers nor sellers of coal shall resort to 
any form of bribery of a competitor’s employes for the 
purpose of obtaining information with respect to such 
competitor’s business or interfering with competitor’s 
business or hampering him in his activities. 

“9. Neither buyers nor sellers of coal shall resort to 
any form of bribery of employes of railroads or other 
common carriers for the purpose of obtaining informa- 
tion with respect to a competitor’s business or in any way 
interfering with his activities. 

“10. Neither buyers of coal on the one hand, nor sell- 
ers on the other, shall resort to any form of bribery of 
the employes of those with whom they are doing busi- 
ness, for the purpose of acquiring secret information or 
for the purpose of obtaining new business or securing the 
continuance of patronage. 

“11. Neither buyers nor sellers of coal shall knowingly 
make false or misleading statements, either in writing or 
orally, respecting a competitor’s reliability, efficiency, or 
financial responsibility. 

“12. Neither buyers nor sellers shall knowingly make 
false or misleading statements, either in writing or orally, 
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respecting the character of a competitor’s product, or con- 
cerning the quality of the coal bought or sold by him. 


Coat SALEs CoNTRACTS 


“Coal is consumed for a variety of purposes and under 
many different conditions. Coal as produced presents 
many variations in physical and chemical qualities affect- 
ing its suitability for different purposes. Under many 
contracts coal is shipped over long periods of time and 
frequently in varying quantities. Therefore, terms of 
payment cannot be uniform. In view of all these possible 
sources of misunderstanding it is essential that a coal 
sales contract contain as clear and definite provisions with 
respect to these and other features as can be devised. 

“13. Buyers and sellers of coal unite in recommending 
the use of the standard sales contract formulated under 
the combined authorization of the National Coal Associ- 
ation and the National Association of Purchasing Agents. 
Any conditions of the contract not covered by that form 
should be set forth with equal clearness so that no mis- 
understanding as to the terms of the contract may exist. 

“14. Buyers and sellers unite in urging that any dis- 
pute arising as to questions of fact relating to perform- 
ance under the contract be settled by amicable confer- 
ences between the parties at interest ; and that where such 
amicable settlement cannot be reached, use be made of 
the arbitration machinery provided in the standard coal 
contract referred to above.” 

In giving publicity to this code INFORMATION SERVICE 
calls attention to the continuing interest of trade and pro- 
fessional groups in formulating codes of practice. The 
tendency is in line with current emphasis among students 
of social ethics upon the significance of functional groups 
in developing standards. The present code has the added 
interest of representing two such groups whose stakes in 
the industry in question are often opposed. Experience 
indicates that ethical progress comes more surely by the 
evolution of standards within functional groups than by 
imposing them from without, even though such imposi- 
tion often becomes necessary because of an ethical “lag” 
in our functionally organized society. 


A Liberal’s Testament 


The address delivered by Walter Lippmann at a din- 
ner given in his honor by the Academy of Political Sci- 
ence on “The Press and Public Opinion” has been pub- 
lished in the June Political Science Quarterly (New 
York). The news dispatches about the address, entitled 
at the time of its delivery “Journalism and the Liberal 
Spirit,” have aroused considerable discussion and editorial 
comments in periodicals. 

Mr. Lippmann observes that “the journalistic interpre- 
tation of current affairs is becoming an increasingly diffi- 
cult task,” in respect to both domestic and foreign affairs. 
“The facts themselves have multiplied enormously,” and 
numerous complications make understanding more diffi- 
cult. The uprooting of millions from the land in the 
United States, with the sudden urbanization of most of 
our social life, is but one major development which has 
affected journalism. “So vast, so deep, so pervasive are 
the effects of this upon the premises of our conduct, upon 
the internal economy of our own spirits, that we find our- 
selves not only without publicly acknowledged standards 
of action but oftener than not without clear personal con- 
victions as well.” 

Commenting upon reform movements in politics, Mr. 
Lippmann says: “The fighting faiths of the reformer 


of twenty years ago no longer arouse the generation to 
which we belong. This is not due, as is sometimes said 
these days, to the apathy of this generation. The apathy, 
if it is apathy, this apparent incapacity to be moved to 
great crusades for righteousness, is due to bewilder- 
ment... . 

“Because of the radical change which has taken place 
in the organization of American life the objectives which 
progressives set themselves twenty years ago must today 
seem inadequate. . . . Political contests turned largely on 
whether officeholders would go on with their effort to 
police the corporations, or whether they would seek to 
protect the corporations from progressive legislation, 
These were the objectives of the generation before ours, 
of Bryan and the elder LaFollette, of Roosevelt in the 
days of the New Nationalism and of Wilson in the days 
of the New Freedom. 


“They are no longer central or sufficient objectives to- 
day. For with the enormous elaboration of corporate 
enterprise, the corporation has ceased to be an alien 
power which the voters have to regulate from the outside, 
It has become the form through which increasingly every- 
one carries on his activities. The simple opposition be- 
tween the people and big business has disappeared because 
the people themselves have become so deeply involved in 
big business. This does not mean that the economic prob- 
lem is solved. It means rather that the problem has be- 
come subtler and greater. It is no longer enough to keep 
down prices, to prevent discrimination, to establish mini- 
mum standards in working conditions. Much more is 
demanded of the economic system today. It must some- 
how be made stable and yet it must expand so that the 
standards of life may rise; it must invite the shocks which 
inventions and technical improvement produce, yet it must 
also learn to insure security and continuity. It must keep 
open the door of opportunity and yet it must find out how 
to discourage and suppress piracy. It must continue to 
evoke individual initiative, yet it must find ways to har- 
ness initiative to some rational plan of growth. 

“I know of no single formula and of no comprehen 
sive program by which such objectives as these can be 
obtained in a social system which is as complex as our 
own.” The Russians may reorganize society in a drastic 
fashion by centralized initiative, but their plan “rests 
upon the centralized discipline of an extremely intoler- 
ant and dogmatic cult. This is the thing, rather than 
the details or the principles of the revolutionary plan, 
which most completely separates what they are attempting 
from anything that we can attempt.” 

We cannot rest our hopes for improvement upon 4 
crusade. “For the objectives to which a nation like this 
could be aroused to something like unanimity are limited 
to a war or to some kind of futile or destructive fanatt 
cism. . . . If we truly understand ourselves and our situ 
ation we must come, I think, to a view against which our 
instinctive and passionate natures rebel. It is that in the 
affairs of a people that which really matters most of the 
time is not so much what is done as how it is done. ..- 
Men cannot fight effectively for justice with unjust 
-weapons, they cannot fight for tolerance without sym 
pathy, they cannot fight for liberty by using the weapons 
of tyranny.” 

The liberal’s difficulty is increased because “there must 
remain in all specific convictions a residue of skepticism. 
Mr. Lippmann thinks there is no one concrete policy of 
principle that we are certain of in our national life 
“What, then, can we adhere to, since in our world we 
cannot be sure we have attained the truth? We can a¢ 
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to & here, I believe, to the ways in which men have found the 
id @ truth and to the spirit in which they have sought it. We 
y, | donot know the answers to all our problems. We do not 
to & even know what all our problems are. We have only to 


look backward into history to see how often men have 
been preoccupied with issues that did not matter while 


ce J they overlooked those which changed the course of his- 
ich f tory. Is there any reason to suppose that we see our 
lay § world in any truer perspective? I should suppose not. 

on “We must assume that the future will surprise us... . 


to § We are compelled to say that the goal is hidden, that we 
to § can see only a little of the road, and that the road we see 
on. § isnot very clearly marked. We are explorers in a strange 
re world, and what we must depend upon is not a map of 


the country—for there is no map—but upon those quali- 
ties of mind and heart and those distillations of experi- 
ence which men have learned to depend upon when they 


to- § faced the unknown. This, perhaps, is the testament of 
liberalism.” 
lien } Mr. Lippmann admits that the liberal spirit may be- 
ide. § come diseased, “that one of its dangers is a tendency to 
ery: Bf paralyze the will.” For liberalism “requires a highly civi- 
be- ff lied and therefore a very fragile adjustment of the 
us¢ # human spirit which it is difficult for men to maintain: the 
din f wpacity to act resolutely while maintaining a skeptical 
rob- mind, the willingness to take all the risks of action know- 
be: Jl ing what those risks are.” 
Keep “The question, however, is not whether it is easier or 
mnt: § more exciting or more immediately effective in results to 
© 8 Bi te illiberal, but whether the world we live in can be 
me § brought under civilized control without the gifts of the 
A: liberal spirit. I think it cannot be. In a stable, settled, 
' and unchanging society, custom and established truth may 
re suffice. But in an unstable and changing society like ours, 
re the unceasing discovery of truth is a necessity. For the 
“ls oly sure foundation of action is truth that experience 
har. § Wil verify, and the great concern of the liberal spirit with 
human freedom rests at last upon the conviction that at 
= almost any cost men must keep open the channels of un- 
‘ ra derstanding and preserve unclouded, lucid, and serene 
- ol their receptiveness of truth. . . . The liberal spirit is the 
vaste dfort, not of any cult, or sect, or party, but of any man 
‘rests yf Woman, to remain clear and free of his irrational, his 
toler: mexamined, his unacknowledged prejudgments, so that 
“thes he may the more effectively make his little contribution 
plan, ‘o the search and expectation of greatest and exactest 
pting things. 
"00 8 The World Economic Crisis 
€ this World economic ills demand world cures, is the slogan 
imited of Thomas L. Chadbourne, who negotiated the recent in- 
anatr § temational sugar pact. In a signed article in the New 
+ sitt- # York Times, June 7, 1931, he presents the conditions fac- 
h out § ing the nations that demand a new mode of procedure to 
in the ff bing order out of chaos. 
of the § The threadbare theory that economic crises are as inevi- 
e. ++ Bluble as death and taxes Mr. Chadbourne regards as a 
unjust fi letish the discard of which has been long overdue. “To 
- sym Blave the present critical world position to chance, the law 
eapons of the jungle (the survival of the fittest), would be to 
‘danger the very foundations upon which our economic 
e must stem is based: . . . Whether we like it or not, the day 


of narrow nationalism in economic and financial affairs 
passed never to return. The day of intelligent and 
gely unselfish international economic cooperation has 
tived. The sooner this is realized, the sooner will we 
merge from the throes of the current crisis.” 
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Although nationalism has its place, it also has limits, 
and industrial leaders must deal in terms of world con- 
ditions. “Agreements must be made upon the broadest 
possible international bases, providing the largest amount 
of insurance against just such depressions as the one we 
are now experiencing.” 

In the deliberations of the recent session of the Inter- 
national Chamber of Commerce “the necessity for recon- 
sideration of the debt question was admitted by nearly 
every one present. 

“The cancellation or indefinite postponement of these 
international millstones, the debt agreements, should be 
the first step in the adjustment of the world to a new 
economic order.” They not only constitute a physical 
barrier to recovery but they have an important psycho- 
logical bearing on international financial transactions. 
The lack of international financial confidence “is respon- 
sible for billions of dollars being frozen in the vaults of 
France, the United States and other countries with huge 
stores. If this money were to flow once more to centers 
which are literally famished for financial aid, it is quite 
likely that that elusive turning in the economic crisis 
would soon be reached.” 


In spite of tariff barriers and political disturbances 
Europe “was never in a more receptive state of mind 
{than now] in regard to international economic coopera- 
tion,” for which, Mr. Chadbourne believes, the Soviet 
Five-Year Plan and the success of American mass pro- 
duction methods are largely responsible. As a result of 
the development of cartels, European business “has al- 
ready moved definitely in the direction of international 
cooperation.” Mr. Chadbourne insists that “in these 
world accords American business must be an active if, 
indeed, not a dominant participant, and to make this 
legally possible our antiquated anti-trust laws must be 
modified. Not only must they be changed to permit the 
entrance of American business interests into world trade 
agreements, but laws now preventing national combines 
must be altered so that national industries can effect a 
large measure of coordination in preparation for member- 
ship in world agreements. Anything short of action of 
this character will so handicap our own industries that 
they will find it practically impossible to enter world ac- 
cords and thus lose the inestimable advantages accruing 
therefrom.” 

Such accords are needed, he maintains, in silver, cop- 
per, lead, tin, zinc, coffee and rubber as well as in many 
important agricultural products. Under the sugar pact 
surplus stocks have been segregated for orderly marketing 
over a period of five years, rigid restriction has been put 
upon output and sales of surplus stocks, and governmental 
sanction has been secured “to control the arrangements 
made, so that recalcitrants can have no opportunity to 
take advantage of their fellows.” 


“The old adage, ‘Competition is the life of trade,’” 
must become “enlightened competition is the life of 
trade” and such enlightenment can be attained only 
through cooperation. “Russia is the only aggregation of 
people in the world working to a plan for industry as a 
whole, and public—not individual—interest is the base on 
which that plan rests. . .. The real problem is, Under our 
system can such cooperation be obtained through educa- 
tion of the [productive] units so as to permit us success- 
fully to compete with an industry where the operation 
of the units is commanded by a single voice—the govern- 
ment—and in the public interest, without much regard to 
the profit of the individual? ... 
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“I say, therefore, with all due reflection on the breadth 
of my statement, that the capitalistic system is itself on 
trial; and in tackling the single problem of sugar we were 
trying in a small measure to clear the name of capitalism 
and give it a new start. é 

“If we think that the people who are running the indus- 
tries of the world can by reason of this greed [for prof- 
its] bring about such depressions as the present one and 
then not take prompt steps to mend the economic machine, 
no matter what the sacrifice may be to the responsible 
individuals, we are mistaken. 

“We cannot get away with it, and the people who are 
suffering from it will challenge our system just as inev- 
itably as the earth goes round the sun... . 

“The current crisis is a world-wide crisis and a world- 
wide challenge to our way of doing things. We must face 
the unpleasant facts squarely, courageously, and begin at 
once to recondition our machinery and adapt it to the 
changed order.” 


Besides making international commodity agreements to 
cope with the situation, Mr. Chadbourne recommends that 
“the business leaders and the bankers of the world should 
set up an international council for the discussion of world 
questions. Only persons who are able to speak and act 
for industries should be admitted and in this way deci- 
sions would have force and meaning behind them. Let 
the active economic forces of the world and not the poli- 
ticians take hold of the situation and let the governments 
back these forces to the full extent of their powers, pro- 
vided the course of action clearly indicates a determina- 
tion to solve the issue in hand in the broadest and most 
unselfish manner possible.” 


Human Versus Economic Factors 


“Experience in farmers’ cooperative efforts has demon- 
strated that the human factor is as important as the eco- 
nomic factor,” says W. H. Stacy of the Iowa Agricul- 
tural Extension Service in an article in the Cooperative 
Marketing Journal (Washington) for May-June, 1931. 
Professor Stacy recalls the statement of G. Harold Pow- 
ell, one of the pioneer managers of large scale cooper- 
atives: “The basis of the cooperative organization is men. 
Capital cannot cooperate; products cannot cooperate— 
only men can cooperate.” 


Most managers of farmers’ cooperatives agree in prin- 
ciple with Mr. Powell’s statements, Professor Stacy says, 
but practices usually deal with the mechanics of handling 
capital and products. Thus the leaders are really “miss- 
ing the mark,” and are not creating organizations that 
result in rural improvement in its broadest sense. He 
quotes a Danish leader of cooperatives who told him in 
person that “the men who built the foundations for this 
movement received their vision and their ability to inspire 
others to cooperative effort from the folk schools. From 
these schools they received “the living word” which en- 
abled them to create a new marketing system. 


According to Professor Stacy, too many short cuts have 
been tried in the farmers’ cooperative movement in the 
United States. There is need for paying attention to the 
social and educational features “which form the founda- 
tions for true cooperatives.” 

This Department has given special attention to the 
social aspects of farmers’ cooperation, and has published 
a research bulletin on the subject. (Social Aspects of 
Cooperative Marketing, 1925. 25 cents.) The Division 
of Farm Population and Rural Life Activities of the 


United States Department of Agriculture is also publish 
ing bulletins and mimeographed reports on this phase of 
economic cooperation. 


The Public Doctor in Canada 


“Twenty rural communities in Saskatchewan, Canada, 
levy taxes of $7 to $10 per family to engage the services 
of full time physicians at annual salaries ranging from 
$3,000 to $5,000. Both physicians and communities par. 
ticipating regard the system favorably.” 

The above is from a summary of the study entitled 
The Municipal Doctor in Rural Saskatchewan, mate 
under the auspices of the Committee on the Costs of 
Medical Care, Washington, D. C., by C. Rufus Rorem, 
(Abstract of Publication No. 11, 1931.) The purpose of 
the study was to examine the “municipal doctor system” 
which prevails in Saskatchewan and to point out what 
appear to be its advantages and disadvantages, in the hope 
of making a contribution to the solution of the serious 
problem caused by the lack of medical service in many 
rural sections of the United States. 

In the province of Saskatchewan, each “rural munic- 
pality” is 18 miles square and contains nine townships, 
It is a unit which in some respects resembles the county 
in the United States. The rural municipality of Sarnia 


‘led the way in 1921 by employing a full-time practitioner, 


Since then nineteen others have adopted the plan. These 
municipalities have an average population of 1,800. “hn 
addition to the 20 municipalities employing full time physi- 
cians in 1930, 12 others make grants of $1,500 or less as 
inducement to physicians to practice in the communities 
and as remuneration for services as public health officers 
and for the care of indigent persons.” 

The physicians employed on full time had practiced on 
an average twenty years at the time of the study. Th 
scope of medical care given is that of the general prac 
titioner ; it does not include major surgery or many type 
of minor surgery. About one-half of the doctors perform 
tonsillectomies. Office calls are free to residents who pay 
the taxes. In some communities there are low fees, such 
as $2.00 for home visits in case of illness, $5.00 for the 
reduction of a fracture, $7.00 for obstetrical service. 

The median salary of the physicians employed on a ful 
time basis is $4,000. In general, the physicians state that 
their incomes are larger under the public system that 
they would be in a private practice in the same localities. 
This is explained by some on the ground that they are mot 
“good collectors.” They also believe that they are doing 
more work under the public system than they would it 
private practice. Opposition to the plan has come maialy 
from non-resident land owners, and from private phys 
cians in the localities or in adjacent areas. There are ptr fli 
vate physicians, however, who say that the system muy 
be the only one that will assure medical service to rund 
areas. No community that has adopted the plan has dis 


continued it. 
Book Note 


PORTO RICO AND ITS PROBLEMS. By VicrorS. 
Crark and others. Washington, D. C., Brookings It 
stitution, 1930. $5.00. 

A thorough survey of conditions in Porto Rico by thay 
Brookings Institution, with special reference to finamt 
and the organization of the government. 
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